
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world byJSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.istor.org/participate-istor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



MONTHLY SURVEY OF 

GENERAL BUSINESS CONDITIONS 

June 2^, ig20 



MAY was characterized by a marked increase in 
rates, on commercial paper, curve C, accom- 
panied by decided declines in speculation and business, 
curves A and B. Business, represented by curve B, 
receded in May from the April level which, in turn, was 
below March. This is the first instance for more than a 
year of recessions occurring in two consecutive months. 



keted on a 7 or 8 per cent basis. The best seasoned 
railroad bonds with maturities fifty years or more dis- 
tant can nov/ be purchased to yield 5! or 6 per cent. 
Choice double-name sixty-to-ninety day paper in New 
York is now quoted at 7I to 8 per cent. 

All of these rates indicate that an extremely tense 
credit condition exists. Credit may become easier 
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Group A — Speculation : New York Bank Clearings, Shares Traded on the New York Stock Exchange, Price of Industrial Stocks. 

Group B — Business : Bank Clearings outside New York City, Bradstreet's Price Indices. 

Group C — Banking: Rate on 4-6 Months Commercial Paper, Rate on 60-90 Day Commercial Paper. 



Explanation: Each one of the three curves is based upon a homogeneous 
group of statistical series, that is, the members of each group have synchron- 
ous cyclical fluctuations after having been corrected for seasonal variation 
and normal growth, and expressed in comparable units. In other words, the 
corrected series of each group fluctuate together. 

Our interpretation of the fluctuations of the three curves of the current 
index chart is based upon the relationship which was discovered among simi- 
lar curves for the period 1903-14. All three curves had wave movements, but 
the upward swings and the crests of the waves were not reached simultane- 
ously. The major movements of speculation preceded those of business by 
4 to 10 months, and the movements of business preceded those of banking by 
2 to 8 months. The sequence of movements holding for upward swings and 
crests also held for downward swings and troughs. 

The relationship between the curves which held for the pre-war period 
appears to have reestablished itself in 1919 so that the movements of the 
curves constitute a basis for forecasting. Our forecasts, however, are not 

The concurrent decline of both business and speculation, 
and the marked increase of short time interest rates, 
curve C, are related phenomena ultimately resulting 
from capital and credit shortage. 

Interest rates on aU types of loans, except those on 
call, are higher in June than they have been in previous 
months. Government treasury certificates maturing 
on January 3, 1921 have been offered at 5! per cent and 
those running for a year at 6 per cent. Railroad and 
industrial bonds of leading companies are being mar- 



based solely upon the index of general business conditions, but they allow for 
the differences in underlying conditions as revealed by economic analysis. At 
present, the persistent rise of rates on commercial paper, curve C, and the 
decline of speculation from the high pomt of October, curve A, forecast a 
decline of business activity and commodity prices, curve B, which will take 
place some time between April and December 1920. 

The time and extent of the recession, if it occurs, in buaness activity and 
commodity prices depend upon the operation of two powerful opposing 
forces. On the one hand, the shortage of commodities and buildings, abnor- 
mal foreign demand for goods and credit, the railroad tie-up, and active retail 
trade in the United States make for immediate business activity or higher 
prices. On the other hand, inflated currency and credit, depleted reserves and 
increasing interest rates, aJDi indicative of capital strain, make for a slackening 
of business activity and lower prices. At present the money market appears 
to be the crux of the situation, but we recognize the possibility of the 
entrance of other factors which may alter the course of developments. 

either by further banking expansion or by a decrease of 
prices and business activity. Further banking expan- 
sion would be undesirable and extremely dangerous at 
this time. Liquidation of commodities is the logical,!, 
although somewhat unpleasant, remedy for the present 
difficult situation 

Liquidation is not only needed as a corrective of the 
present tense credit situation, but it is indicated by the 
recent movements of curves A and C. According to the 
precedents of pre-war times such a rise of commodity 
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prices as we have witnessed in the past year in conjunc- 
tion with such an increase of money rates as has taken 
place since November would presage a period of drastic 
liquidation followed by deep business depression. There 
are elements in the present situation, however, which 
will probably operate to decrease considerably the 
severity of a readjustment: prices of securities did not 
rise so violently as have the prices of commodities and 
marked liquidation in security markets has already 
taken place; the United States now has a centralized 
banking system; both the Treasury and the Federal 
Reserve Board have embarked on a policy of orderly 
deflation; and the war has made the world heir to an 
impaired industrial equipment which requires rehabili- 
tation. 

Both volume of business, as indicated by outside 
clearings, and the level of wholesale commodity prices, 
according to Bradstreet's index, decreased between 4 and 
5 per cent in May. The data available in the first half 
of June indicate that the decline is still in progress. 
There is evidence that price increases during the past 
year of a number of important commodities — silk, 
wool, building materials, leather and shoes, clothing, 
and cotton goods — have outstripped demand. 

Other indices than Bradstreet's of wholesale com- 
modity prices in the United States do not show a decline 
in May. Although Bradstreet's index for June i is 4.1 per 
cent under the figure for May i, the commodity price 
average of Dun's Review fell only one-half of one per 
cent under the maximum figure of $263.33 of ^ month 
previous, and the index of the United States Bureau of 
Labor Statistics rose to 272 in May, a new high point. 
The discrepancy should probably be ascribed to the 
fact that the lists of commodities of Dun's Review and 
the Bureau of Labor Statistics contains many items in 
an advanced stage of manufacture, whereas Brad- 
street's list is made up, primarily, of basic materials. In 
the past the last named index has responded more 
quickly to changes in business conditions than have 
other indices of prices. For instance, in 1907 the high 
point as shown by Bradstreet's index was reached on 
March i whereas the index of the Bureau of Labor 
Statistics did not reach maximum until October. There 
is reason, then, for believing that the decline in Brad- 
street's index forecasts a decline in the other indices of 
prices. 

The opinion is frequently expressed by manufacturers 
and others that "increased volume of production or 
decreased wages alone can bring down costs; since pro- 
duction is not increasing and wages of operatives hold 
up it appears improbable that prices of desirable mer- 
chandise will go lower." With reference to the opinion 
that selling prices of fabricated articles cannot decline 
until costs decline it should be pointed out that in the 
past revision of wages and operating expenses have 
usually, if not invariably, followed rather than preceded 
liquidation of commodities. 

There is also reason for rejecting the theory offered 
by some that recent price reductions in the United 



States are merely temporary and local results of a 
"price-cutting hysteria." A fall in commodity prices 
has been reported recently in Japan, Germany, France, 
and England as well as in the United States. The de- 
cline in Japan was registered by the Oriental Economist's 
index number for April 30, which was 288.5 compared 
with 317;! for March 31. For Germany and France 
there are no index numbers of recent date available but 
press despatches from those countries have reported 
recessions in the prices of important commodities. The 
Sauerbeck index for England for May 31 is 260.0 com- 
pared with 266.1 for April 30, the first decline that has 
occurred since the spring of 1919, and the Economist 
index has declined moderately since March 31. 

Certain manufacturers and dealers maintain that the 
large volume of unfilled orders in certain Unes, such as 
iron and steel, denote that price recessions in those lines 
are improbable or even impossible. In this connection, 
it should be pointed out, first, that orders are placed by 
dealers mainly on the basis of past volume of business 
and, second, that such orders are apt to evaporate on a 
falling market. The fact is that at critical times an 
extremely large volume of unfilled orders is an indica- 
tion of incautious expansion rather than of unbounded 
stable demand. 

I. THE INDEX 

Speculation 

In May curve A, representing speculation, declined 
from April to the lowest point since March 1919. The 
decline resulted from a falling off in all series of the 
group — New York clearings, shares traded on the 
New York Stock Exchange, and prices of industrial 
stocks. 

New York clearings decreased from $21,800,000,000 
in April to $19,700,000,000 in May. This is a fall of 
10 per cent whereas May clearings usually run only i 
or 2 per cent under those for April. It is probable that 
a portion of the decline should be attributed to the new 
Stock Clearing Corporation of the New York Stock 
Exchange which, it was announced, would begin 
operations about the first of May. The object of the 
Corporation is to enable brokers to make their settle- 
ments without depending upon the banks for day loans 
and certification of checks to the same extent as was 
formerly required.^ 

The average price of twenty industrial stocks was 
$91.40 in May compared with $100.80 in April. The 
average last month is about the same as that for April 
1919. The rise of the past year has, therefore, been 
canceled. During the month the figure declined from 
$94.41 on the fifth to the low point of $88.16 on the 
twentieth. 

The average price of twenty rails was $72.00 last 
month compared with $74.40 in AprU. The present 
monthly average is the lowest since 1898. Rails, unlike 

' See " The Stock Clearing Corporation " by F. E. Richter, Quarterly 
Journal of Economics, May, 1920, pp. S38~S44- 
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industrials, have shown a sagging tendency with a total 
decKne of $16.50 in the past year. 

Bonds have also been weak. The yield on ten sea- 
soned gilt-edged railroad bonds averaged 6.25 per cent 
in May, the highest point ever reached. Dow, Jones & 
Go.'s bond index for May, based on the average price 
and yield of forty corporation bonds, including high 
and second grade railroad, public utility and industrial 
bonds, declined to a record low, 57.29. This compares 
with 59.45 in April and 81.91 in January 1917, the high 
figure. The decline of the index in April and May was 
unusually severe; all classes of bonds moved down. 

The nimiber of shares sold on the New York Stock 
Exchange in May was about 16,980,000 compared with 
28,450,000 in April. The volume of sales last month 
was the lowest since February 1919. 

Liquidation in stocks since last October has resulted 
in a decrease in prices of 15 to 20 per cent. In bonds, 
the decline of prices has been almost continuous during 
the past year. The large demands of business for credit, 
and high money rates are the chief forces operating 
against a prolonged rise in security prices. On the 
other hand, if the banks are able this summer to bring 
about moderate and gradual liquidation in commod- 
ities, thus decreasing their loans and increasing their 
reserves in preparation for the demands of the crop- 
moving season, it does not appear probable that there 
will be a violent and general decline of security prices 
from present levels. In other words, a prolonged bull 
market in securities is improbable until the credit 
situation is corrected, and a collapse of prices is also 
improbable if deflation of credit and commodity prices 
is carried out intelligently. 

Business 

The decline in curve B, representing business, in May 
is the result of a considerable falling off in the cor- 
rected figures for both basic commodity prices and 
clearings. 

Bradstreet's index number of commodity prices was 
I19.88 on June i compared with $20.73 ^^ May i, and 
the high record of $20.87 on February i. Bradstreefs 
index for June i is 4.1 per cent under the figure for May 
I. This is an unusually large decline and it has been 
exceeded on three occasions only: October 1914 (5.3 
per cent), November 1914 (4.2 per cent), and February 
1919 (4.9 per cent). "Nine out of thirteen groups of 
prices entering into the index number declined during 
May, textiles leading in the volimie of decrease, with 
miscellaneous products, metals, hides and leather, live 
stock, oils, fruits, provisions and naval stores following 
in the order named. Four groups advanced, but these 
showed only slight gains: drugs, breadstuffs, building 
materials, and coal and coke coming in order in im- 
portance of advances." 

Last month bank clearings outside New York City 
were $16,948 million or 5 per cent below the April fig- 
ures which, in turn, were 6 per cent below the March 
figures. Usually outside clearings in April and May are 



only 2 per cent under the total for the months imme- 
diately preceding. 

The decrease in total outside clearings in May was 
largely the result of a considerable falling off in all 
sections except New England. The figures for March, 
April, and May are given in the following table: 



Outside Clearings 
{Unii: $1,000,000) 

Section March April 

Middle* 3,871 3,814 

New England 1,852 1,886 

Middle West .... 5,468 4,862 

Pacific 1,810 1,709 

Other West 2,722 2,498 

Southern 3,185 3,016 

Total 18,908 17,785 

* Excluding New York City, 



May 


Ratio of 
May to April 


3,699 
1,885 
4,609 
1,639 


97.0 
99.9 
94.8 

95-9 


2,249 
2,867 


90.0 
95-1 



16,948 



95-3 



Outside bank clearings in the first two weeks of June 
have been below those in May. Exchanges due to busi- 
ness activity appear to be declining in volume. The 
total for June, however, may reach a very respectable 
figure on account of income tax pa3Tnents due June 15. 

Banking 

Curve C, representing rates on commercial paper, 
moved upward at an accelerated pace in May. 

The average rate in New York on sixty-to-ninety day 
commercial paper in May was 7.16 per cent compared 
with 6.81 per cent in April; the average rate on four- 
to-six months paper was 7.38 per cent compared with 
6.97 per cent the previous month. Usually there is a 
progressive seasonal decline in April, May and June, 
but this year, so far, rates have advanced greatly. 

The action of the New York, Boston, Chicago, and 
Minneapolis federal reserve banks in raising rediscount 
rates on commercial paper from 6 to 7 per cent, on war 
paper from 5 J to 6 per cent, on bankers' acceptances 
from 5 to 6 per cent, and on Treasury certificates from 
5 to 52 per cent should be regarded as an important 
step toward deflation. 

The statements of the combined federal reserve banks 
have shown no decided change since February. From 
February 13 to June 11 the ratio of reserves to demand 
Habihties has fluctuated between 42.2 per cent (May 14) 
and 43.5 per cent (March 19); excess reserves have 
ranged from $201 milKon to $252 miUion. On June 
II the figures were 43.0 per cent and 235 miUions. 
On June 18 the reserve ratio increased to 44.5 and 
excess reserves to 293 millions, the largest figures since 
January. These changes reflect the week's heavy gov- 
ernment operations including the redemption of nearly 
700 millions of tax certificates. There was a reduction 
of 232 millions in discounted bills on hand, mainly war 
paper. 

The period since January 2, 1920 has been a period of 
increasing rediscount rates and increasing volimie of 
bills discounted with the federal reserve banks. To be 
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sure, between January 2 and June 4 of this year bills 
secured by government war obligations remained about 
constant but "all other bills discounted" increased 
50 per cent. This expansion, apparently, has come to 
an end but contraction has not begun. 

11. THE THREE GROUPS OF SERIES 
Group A 

Chart I shows the monthly fluctuations since Novem- 
ber 1918 of the following series corrected for seasonal 
variation and secular trend: 

New York bank clearings. 

Price of twenty industrial stocks. 

Shares traded on the New York Stock Exchange. 

These three series which, averaged, constitute curve 
A of the Index Chart, have moved together with re- 
markable consistency since the signing of the armistice. 
They all showed persistent stability from November 
191 8 to the succeeding February, followed consecu- 
tively by a strong upward sweep culminating in July 
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Chart I. — Corrected Series (entering the average) op the 
Specxtlaiive Group (A), 
(i) New York Clearings, (8) Shares Traded, (i8) Price of Indus- 
trials. The heavy shaded line (A) represents the average of series i, 
8 and i8. 

and a recession in August and September. Since last 
October there has been a steady decline, interrupted 
only temporarily by a revival in March and April of the 
present year. It is the average of these corrected series 
which is taken at present as a fair indication of specula- 
tive activity since November 1918. 

There are three series which were included in the 
Index for 1903-14 but are omitted tfrom the current 
average. These are: 

The price of twenty railroad stocks. 

The value of building permits issued in twenty 

leading cities, 
The price of ten railroad bonds (yield reversed). 

During the period 1903-14 the three series just named 
(plotted in Chart II), together with those now included 
in the index, moved in general together, forecasting the 
movement of Group B. Not quite the same can be said 
of the period since November 1918. The price of 
twenty railroad stocks was excluded because of the un- 
usual status of railroads. Owing to government con- 



trol of railroads and the special questions agitating the 
railroad world, it did not seem probable that this series 
would contribute significantly to the index of specula- 
tion. Chart II shows that the trend of railroad stock 
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Chart II. — Corrected Series (not entering the average) op 
THE Speculative Group (A). 
(6) Building Permits, (12) Price of 10 Railroad Bonds (yield re- 
versed), (20) Price of Railroad Stocks, (A) Average of series i, 8, 
and 18. 

prices has not been similar to that of curve A. The price 
of ten railroad bonds, also excluded, has shown a decided 
downward trend since November 1918, while the general 
movement of curve A has been upward. If allowance 
be made for this downward tendency, however, the 
month-to-month fluctuations in railroad bond prices 
correspond fairly well with those of curve A. The value 
of building permits at the signing of the armistice stood 
at a very low level, as a result of government war re- 
strictions. From that time until August 1919 there was 
an uninterrupted rise in the figures corrected for sea- 
sonal variation and trend; there was a fall from August 
to February; since that month there was a revival in 
April and a sharp fall in May. It is clear that the 
steadily increasing high totals for the value of building 
permits issued are due primarily to the very high cost 
of labor and materials, for which no correction has been 
made in Chart II, and that the physical volume of new 
construction has not yet reached the pre-war level. It 
may be noted that the group indices of the United 
States Bureau of Labor Statistics for lumber and build- 
ing materials rose from 100 in 1913 to 164 in November 
1918 and to 341 in April and May of this year. 
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Group B 

Chart III shows the monthly fluctuations from 
November 1918 of the following series corrected for 
seasonal variation and secular trend: 

Bank clearings outside New York City, 
Bradstreefs index of wholesale commodity prices. 

These two series have shown a close correspondence 
in their general movements for the period xmder con- 
sideration, and for the time their average is regarded 
as representing reasonably well the trend of business 
activity. This average is shown by curve B of the 
Index Chart and of Chart III. 

The United States Bureau of Labor Statistics index 
numbers of wholesale commodity prices and Bradstreet's 
indices agreed in their main movements during 1903-14 
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Chart III. — Corrected Series (entering the average) as the 
Commodity Price and Production Group (B). 
(3) Outside Clearings, (4) Bradstreet's Prices (pertains to first day 
of montli). 

The heavy line (B) represents the average of series 3 and 4, the data 
for series 4 having been adjusted by taking the means of pairs of 
consecutive items of the corrected series. 

although maxima and minima were reached at different 
times. During the present year Bradstreefs index rose 
but slightly up to May i, and then dropped very 
sharply on June i; the Bureau of Labor index has 
shown a strong uninterrupted upward movement. This 
discrepancy should be ascribed to the fact that the 
latter index is based upon a very large number of com- 
modities, including many finished articles, whereas 
Bradstreefs index is based mainly upon the prices of 
basic raw materials. Bradstreefs index gives a weight of 
about 85 per cent ^ to farm products, foods, textiles, and 
hides and leather. As the following table shows, the 
Bureau of Labor index numbers for farm products, 
foods, and cloths and clothing show but slight change 
from January to April 1920. The big increases occurred 
in the other groups, which are made up largely of 
manufactured goods. 

' This statement is based on the data for January 1920. 

2 In 1904, Bradstreet's index began to rise in August, that of the Bureau 
of Labor in November; in 1907, the former commenced to fall in April, the 
latter in November; in 1908, the former reached a minimum in June, the 
latter in August; in 1910, the former attained its maximum in January, the 
latter in March. (See the charts in the Review for April, 1919, p. 203.) 



Percentages of Increase from January to April 1920, 
IN Group Indices of Bureau of Labor 

Farm products o 

Food, etc 7 

Cloths and clothing i 

Fuel and lighting 16 

Metals and metal products 10 

Lumber and building materials 27 

Chemicals and drugs 12 

House-furnishing goods 2 

Miscellaneous 5 

In the past, as we have said, Bradstreefs index, while 
moving in general with the Bureau of Labor index, has 
shown the turning points in commodity prices at 
earlier dates.^ This is probably due to price changes 
being registered for raw materials earlier than for 
standard articles manufactured from them. 
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Chart IV. — Corrected Series (not entering the average) of 
THE Commodity Price and Production Group (B). 
(2) Production of Pig Iron, (s) Imports, (9) Unfilled Orders U. S. 
Steel Corporation (pertains to last day of month), (11) Bradstreet's 
Business Failures, reversed, (16) Bureau of Labor Prices, (B) Aver- 
age of series 3 and 4. 

The series of Chart IV, together with outside clear- 
ings and Bradstreefs price indices, showed similar flue- 
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tuations during the pre-war period, reflecting industrial 
activity and lagging behind Group A. The series are : 

The United States Bureau of Labor Statistics 
indices of wholesale prices, 

Bradstreet's business failures, 

Imports of merchandise, 

Pig-iron production. 

Unfilled orders of the United States Steel Corpora- 
tion. 

For reasons incident to the readjustment from war to 
pea,ce conditions, the four series last named seem tem- 
porarily imreliable as indices of general business condi- 
tions for the period since November 1918. Business 
failures have been on an exceedingly low level ever since 
191 7, and on this level their fluctuations have not their 
customary significance. The small mmiber of failures 
is due, of course, to the great increase in prices during 
the past years. During the pre-war period, the move- 
ments of imports of merchandise were somewhat irreg- 
ular, but in general fluctuated with business prosperity 
and depression. Since November 1918, the corrected 
figures for imports have been highly irregular in their 
movements from month-to-month,^ but have shown the 
same general tendency as commodity prices and bank 
clearings. The trend for imports has been upward since 
January 1919. Pig-iron production and unfilled orders 
of the United States Steel Corporation have been seriously 
affected successively by the transition from war to 
peace, the coal and steel strikes, the fuel shortage and 
transportation difficulties. 

Group C 

Chart V shows the monthly fluctuations since 
November 1918 of the following series, corrected for 
seasonal variation and secular trend: 



Rate of interest on four-to-six months commercial 

paper in New York City, 
Rate of interest on sixty-to-ninety day commercial 

paper in New York City. 

These two series, of course, tend to fluctuate very 
closely together. During the pre-war period their 
movements lagged behind those of the industrial group. 
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Chart V. — Corrected Series of the Financial Group (C). 
(13) Rate on 4-6 Months Paper, (14) Rate on 60-90 Day Paper. 

The corrected items of the interest rate series moved 
slightly upward from January to June 1919; from June 
to October 191 9 there was a steady drop, and since the 
latter month there has been a persistent and rapid rise. 
The seasonal tendencies exhibited by discount rates in 
pre-war days, but largely absent during the war, were 
suppressed in 191 9 by the low rediscount rate estab- 
lished by the Federal Reserve Board. In the year fol- 
lowing the signing of the armistice the commercial 
paper rate was not a good banking index; but since last 
November the Federal Reserve Board has adjusted 
rates in accordance with the financial situation, and the 
market rates for commercial paper have been significant 
of money market conditions. 

1 Moreover, differences in the method by which values were computed 
destroy to a certain extent the comparability of the data (see the Review for 
March, 1920, p. 72). 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1919-20' 



GROUP A 



New York 
clearings 
(Units of 

$10,000,000) 



Price of indus- 
trial stocks t 
(Units of $1) 



1919 1920 



Shares traded 

(Units of 
10,000 shares) 



1919 



Building permits 
(Units of 
$100,000) 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



1919 1920 



Price of twenty 

railroad stocks t 

(Units of $1) 



GROUP B 



Outside 

clearings 

(Units of 

$10,000,000) 



Bradstreet's 

prices* 
(Units of $1) 



1919 1920 



Bureau of 
Labor prices X 

(Units of 
one per cent) 



igz9 1920 



January . . 
February 
March . . , 

April 

May 

June 

July ..... 
August . . , 
September 
October . . 
November 
December 



1786 
1419 
1649 

1733 
1888 

1975 
2188 

I9S3 
1961 

2371 
2259 
2398 



2321 
1814 
2233 
2180 
1974 



81.6 
82.0 
87.4 
91.0 

99-3 
105.4 

IIO.O 

102.6 
107.7 
114.0 
110.8 
105.6 



104.6 
94.4 
99.6 

100.8 
91.4 



1 186 
1221 
2140 
2859 

3441 
3286 

3450 
2443 
2414 

373S 
3017 
2485 



1988 
2187 
2901 
284s 
1664 



134 
207 
328 

495 
640 
778 

759 
954 
839 
862 

853 
852 



700 
689 
850 

1 134 
680 



5-13 
S-24 
5.28 

5-31 
5-27 
5-24 
5-33 
5-47 
5-54 
5-42 
S-S4 
5-57 



S-Si 
5-76 
5-74 
5-91 
6.25 



83.2 
82.8 
84.3 
84.3 
88.7 
88.1 
88.1 
80.8 
80.2 
81.4 
79.6 
75-2 



74-9 
72.5 
76.8 

74-4 
72.0 



1456 
1161 
1361 
1328 

143 1 
1449 
1562 
1516 

1596 
1806 
1672 
1838 



1839 
1508 
1891 
1778 
1695 



20.36 
20.87 
20.80 
20.71 
20.73 
19.88 



203 
197 
201 
203 
207 
207 
218 
226 
220 
223 
230 
238 



248 
249 
253 
265 
272 



t In the present number these prices have been revised. They have been 
computed throughout by securing means of the daily averages for each 
month, rather than by taking means of the highest and lowest daily averages 
tor each month, as formerly. % Base, average for 1913 = 100. 



* Data are monthly averages or aggregates except for two series: Brai- 
street's prices relate to the first day of the month, and Unfilled orders of the 
United States Steel Corporation to the last day of the month. 
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During the pre-war period the corrected items of the 
following series fluctuated with interest rates: 

Loans of New York City Clearing House banks, 
Deposits of New York City Clearing House banks, 
Dividend payments by industrial corporations. 

The significance of the first two of these series has 
been changed by the introduction of the federal reserve 
system. The enormous rise in prices has, of course, had 
its effect on the volume of loans and deposits. During 
191 9, all banking operations were affected by govern- 
ment financing. Moreover, the data for 1903-14 
included commercial banks only; since 1914, the con- 
solidated statements excluding trust companies have not 
been issued. For all of these reasons, loans and de- 
posits of the New York banks have been discarded for 
the present as indices of banking conditions. During 
the ten months following the signing of the armistice, 
these series tended strongly upward. This movement 
was changed last October; since that date, loans have 
been falling and deposits have remained approximately 
constant. 

From 1903 to the present time dividend payments by 
industrial corporations, properly corrected, have lagged 
behind the prices of industrial stocks. The latter series 
showed an almost continuous decUne from November 
1916 to about the beginning of 1918, and rose, on the 
whole, through 1918 and 1919; the corrected items for 
dividend payments began to drop in the autumn of 
1917, reached a minimum in June 1919, and rose to a 
higher level in the following months. 

III. THE INDIVIDUAL SERIES ^ 

(A) The Speculative Group 

New York bank clearings decreased to $19,740 million 
in May from $21,800 miUion in April. This was a de- 



crease of 9 per cent, which is somewhat greater than the 
usual seasonal decline of i or 2 per cent. Usually June 
clearings are 4 or 5 per cent below May, and July clear- 
ings about the same as those for June. 

The average price of twenty industrial stocks for May 
was $91.40 compared with $100.80 for April. During 
May the average price ranged from $94.75 on May 8 to 
$87.36 on May 19. 

The average price of twenty railroad stocks was $72.00 
in May compared with $74.40 in April. The minimum 
of the month was $69.95 on May 24; the maximum was 
$73.76, reached on May 8. 

The number of shares sold on the New York Stock 
Exchange during May was 16,640,000, compared with 
28,450,000 in April and 29,010,000 in March. In 
October 1919, 37,350,000 shares were sold; this is the 
highest record of sales since January 1906, when 38,- 
510,000 shares were sold. 

The average yield on ten American railroad bonds in 
May was 6.25 per cent, the highest on record, compared 
with 5.91 per cent in April, 5.74 per cent in March, and 
5.76 per cent in February. The lowest yield was that 
reached in 1902, when the average for the year was 3.78 
per cent. Since 1902 there has been a fairly constant 
increase in yields. 

Dow Jones and Company's combined index for the 
average price of forty corporation bonds, including high 
and second grade railroads, pubUc utility, and industrial 
issues shows a decrease to 57.29 in May from 59.4S in 
April, 62.03 ill March, 61.77 in February and 64.18 in 
January. The indices for the four classes of bonds for 
March, April, and May are as follows: 

' For page references of monthly data for earlier years see table on page 
123 of the Review for May. 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1919-20* 



January . . 
February , 
March . . . 

April 

May . . . . . 
June 

July 

August . . , 
September 
October . 
November 
December 



GROUP B 



Business failures 
(Bradstreet) 

(Units of 
one failure) 



1919 



57° 
489 
482 

428 
421 
417 

447 
426 

479 
432 
488 



424 

497 
476 

453 



Imports 

(Units of 

$1,000,000) 



1919 1920 



213 

23s 
268 

273 
329 
293 

344 
307 
436 
402 

425 
381 



474 
468 

524 
496 

431 



Production of 

pig iron 

(Units of 

1,000 tons) 



igig 1920 



3302 
2940 
3090 
2478 
2108 
2115 
2429 

2743 
2488 
1864 

2392 
2633 



3015 
2979 
3376 
2740 
2989 



Unfilled orders 

u. s. s. c* 

(Units of 
10,000 tons) 



668 
601 

543 
480 
428 
489 

558 
611 
628 
647 

713 
827 



929 

950 

989 

1036 

1094 



GROUP C 



Loans, discounts, 

invest'ts, etc., of 

New York banksf 

(Units of 

$10,000,000) 



Deposits of 

New York banksf 

(Units of 

$10,000,000) 



475 
476 

485 
489 
497 
502 
496 
497 
517 
538 
527 
S18 



532 
514 
5" 
516 
516 



1919 



394 
381 
392 
400 
410 
408 
406 
403 
417 
420 
420 
412 



1920 



416 
412 
414 
419 
416 



Rate on four-to- 
six months paper 
(Units of 
one per cent) 



5-44 
5-41 
5-5° 
5-50 
5-5° 
5-66 

5-55 
5-5° 
5-So 

5-50 
5.62 
6.00 



6.06 

6-53 
6.88 
6.97 
7-38 



Rate on sixty-to- 

ninety day paper 

(Units of 

one per cent) 



5-19 

5-19 
5-38 
5-38 
5-38 
S-S3 
5-42 
5-38 
S-38 
5-38 

5-50 
5.88 



6.00 
6.41 
6.68 
6.81 
7.16 



Dividend 
payments 
(Units of 
$100,000) 



622 
413 
530 
603 
287 
410 

535 
436 
418 
650 
341 
504 



656 

441 

524 
640 

309 
451 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and Unfilled orders of the 
United States Steel Corporation to the last day of the month. 



t Clearing House banks, including (i) members of the federal reserve 
bank, and (2) state banks and trust companies not in the federal reserve 
system. 
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March April May percent. Thc favorabk trade balancc was $308 million, 

Highest grade rails 72.46 69.17 66.82 compared with $189 million for April. 

iTr "^ f-r? '^'^' ^°'°^ "'"s ^^'f The tonnage of pig iron produced in the United States 

Public utility 54.50 52.38 50.65 . ,^ o . J vt. 

Industrial 63.70 61.71 58.81 m May was 2,989,000 tons, compared with 2,740,000 

tons in April. This is an increase of 9 per cent, some- 

The value of building permits issued for twenty leading what greater than the normal seasonal increase of 2 or 

cities in May was $68,000,000, the lowest figure for a 3 per cent. April showed a decrease of 19 per cent from 

year. This is a decline of 40 per cent from April, com- March, considerably greater than the normal seasonal 

pared with a normal seasonal decline in pre-war years decrease of 2 per cent. Usually June figures fall 5 per 

of about 3 per cent. The volume of building is evidently cent below May. 

showing the combined influence of high prices of con- Unfilled orders of the United States Steel Corporation 

struction and slackening retail and wholesale trade. on May 31 were 10,940,000 tons, compared with 10,- 

360,000 tons on April 30. There has been a steady in- 

(B) The Business Group crease from the low point of 4,280,000 tons on May 31, 

Bank clearings of the United States outside New York 1919 to the present figure, which is higher than any 

for May were $16,950 million, a decrease of 5 per cent month since August 31, 191 7; on the latter date 10,- 

from $17,780 million in April and a decrease of 10 per 410,000 tons were booked. The record figure of 12,- 

cent from $18,910 million in March. The March figure 180,000 tons was reached on April 30, 1917. 
was the highest one on record, largely a result of federal 

income tax payments. May clearings usually run about (C) ^h^ Banking Group 

2 per cent below April, and June clearings about the The average loans, discounts and investments of all New 

same as May. York Clearing House banks and trust companies for May 

Bradstreet's index number of commodity prices for were $5160 million, the same amount recorded in 

June I was $19.88, a decrease of 4.1 per cent from March. The average deposits of the same group of 

May I and a decrease of 4.7 per cent from the record banks for May was $4160 million, a decrease of about 

figure of $20.87 reached on February i. seven-tenths of one per cent from April. Loans and 

The Bureau of Labor index of wholesale prices ior May discounts increased steadily from December 1918, 

was 272, an increase of 2.6 per cent over April. Below except for a slight recession in July and August 1919, to 

are shown the index number by groups of commodities the record figure of $5380 million in October 1919. 

for April and May: The rate of interest on four-to-six months commercial 

Group April, 1920 May, 1920 paper iu New York averaged 7.38 in May compared with 

Farm products 246 244 5 q^ pgr cent in April, 6.88 per cent in March, 6.53 in 

Food, etc 270 287 , J -: £ J- • T 

Cloths and clothing 353 347 ^^"^^^^ and 6.06 per cent m January. 

Fuel and lighting 213 235 The rate of interest on sixty-to-mnety day commercial 

Metals and metal products 195 193 paper in New York averaged 7.16 per cent in May com- 

Lumber and building materials 341 341 pared with 6.81 in April, 6.68 in March, 6.41 in Febru- 

Chemicals and drugs 212 215 ary and 6.00 per cent in January. 

House-furnishing goods 331 339 jn pre-war years the rates of interest on four-to-six 

Miscellaneous 238 246 ^, j • ^ . • . j • 1 

• jj ,. . 2^ months and sixty-to-ninety day commercial paper 

showed a seasonal decrease in January and February 

Bradstreet's number of business failures in May was followed by a rise in March and a decrease again in 

453, compared with 476 in April, a decrease of 5 per cent, April, May, and June. From July to September rates 

which is slightly below the normal decrease of 3 per usually climb steadily and remain high the balance of 

cent. With the exception of May 1919, failures for last the year, there being a slight drop in November. This 

month are the lowest on record for May. June failures year there was a moderate rise in January, followed by 

usually run 3 or 4 per cent below May. Since 191 7 an a large advance from February to May. 

abnormally small number of business failures has Dividend payments by industrial corporations are 

occurred and no significant change in the abnormal announced as $45,100,000 for June, compared with 

level has, as yet, taken place. $41,000,000, $61,700,000 and $66,300,000 for the corre- 

The value of imports of merchandise into the United sponding months in 1919, 1918 and 1917 respectively. 

States in May was $431 million, compared with $496 The figure for the present month is greater than that of 

million in April. The value of exports was $739 million any June on record with the exception of June 1916, 

compared with $685 million in April, an increase of 8 1917 and 1918 figures. 



